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JUDGE PRIDA N. Good norning. W are on

the record. This is the evidentiary hearing in File
Nunmber WR-2022-0303. It's in the matter of the
M ssouri-Aneri can Water Conpany's request for
authority to inplenent general rate increase for water
and sewer service provided in Mssouri service areas.

| am Ron Pridgin. | amthe Regul atory
Law Judge assigned to preside over this hearing.
We're beginning on March 9th, 2023 in the Governor
Ofice Building and the tine is 9:00 a.m

I would |ike to get entries of appearance
fromcounsel, please. And let nme get -- begin with
M ssouri - Anreri can Wat er Conpany.

MR. COOPER: Thank you, Judge. Dean
Cooper fromthe law firm of Brydon, Swearengen and
Engl and on behal f of M ssouri-Anerican Water Conpany.
Al so appearing on behalf of M ssouri-American Water
Conpany are Rachel Nieneier and Tinothy Luft of the
Conpany.

JUDGE PRRDA N: M. Cooper, thank you.

On behalf of the Staff of the Comm ssion,
pl ease.

M5. BRETZ: Karen Bretz for Staff,
B-r-e-t-z. Do you need our address?

THE COURT REPORTER  No.
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JUDGE PRIDA N:. Ms. Bretz, thank you.

On behalf of the O fice of Public
Counsel , pl ease.

M5. VANGERPEN: Lindsay VanGerpen on
behal f of OPC.

JUDGE PRIDA N:  Ms. VanCerpen, thank you.

And | think a few parties have asked to
be excused, so -- hopefully I'll renenber which ones,
but just in case, let ne go through all the parties.

On behal f of the Consuner Council of
M ssouri, please.

MR. COFFMAN:.  Good norni ng, Your Honor.
John B. Coffman on behalf of the Consuners Council of
M ssouri .

JUDGE PRIDA N. M. Coffrman, thank you.

| think Liberty has asked to be excused,
but just in case, on behalf of Liberty Wilities
Conmpany? On behalf of the City of St. Joseph,
M ssouri? And they nmay have asked to be excused too.
On behal f of M dwest Energy Consuners G oup.

MR. OPI TZ: Good norning, Your Honor.
TimOpitz on behalf of Mdwest Energy Consuners G oup.

JUDGE PRIDAN. M. Opitz, thank you.

On behal f of M ssouri Industrial Energy

Consuners, please.
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MS. PLESCIA: D ana Plescia of the | aw

firmof Curtis, Heinz, Garrett and O Keefe, 130 South
Bem ston in C ayton, Mssouri 63105.

JUDGE PRIDA N. Ms. Plescia, thank you.

On behal f of the Public Water Supply
District Nunmber 2 of Andrew County.

MR. FI SCHER: Janes F. Fischer, Fischer
and Dority, PC. Qur address is 2081 Honeysuckl e Lane,
Jefferson Cty, Mssouri 651009.

JUDGE PRIDA N:. M. Fischer, thank you.

On behalf of the Gty of Riverside,

M ssouri, please.

MR. BEDNAR: Joe Bednar of the law firm
Spencer Fane, 304 East High Street, Jefferson Gty
M ssouri 65101.

JUDGE PRIDA N:. M. Bednar, thank you.

On behal f of Sunnydal e Properti es,
pl ease.

M5. BELL: This is Stephanie Bell wth
Ellinger and Bell. The address is 308 East Hi gh,
Suite 300, Jefferson GCty, Mssouri 65101.

JUDGE PRIDA N. M. Bell, thank you.

And | believe Triunph Foods has asked to
be excused -- or just sinply e-nmailed |ast night and

asked to be excused, but just in case, Triunph Foods,
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LLC? Have | overl ooked anyone?

Al right. Hearing nothing, |I did
recei ve an anended list of issues, | believe that was
Monday. And then | talked with sonme counsel from
M ssouri - American and Public Counsel and | understand
you nmay want to stray fromthat |ist of issues.

Does -- does counsel have an announcenent
for nme before we go to opening statenents?

MR. COOPER  Yes, Your Honor. Consistent
wth -- with what we'd nentioned previously, | think
we'd i ke to go ahead and proceed with the Affiliate
Transactions Rules that's called for today as the
first issue.

And then we'll ask for a relatively short
recess, probably an hour or 90 m nutes, to have sone
di scussi ons before we nove on to rate design and cl ass
cost of service, if the Comm ssion would be willing to
grant us that.

JUDGE PRIDAN:. Al right. M. Cooper,
t hank you. Does any counsel have either any objection
or any comment to M. Cooper's proposal ?

"' m hearing nothing fromcounsel. |
understand then you would -- the parties would only
give mniature opening statenents on each i ssue and we

woul d begin with opening statenents on affiliate
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transactions; 1s t hat correct?

MR. COOPER  Correct, Your Honor.

JUDGE PRIDA@ N:. And | would hear from |
assunme, M ssouri-Anerican, Staff and Public Counsel.
And | don't mnd to hear openings from anybody el se,
but just to save tine, does anyone el se wsh to nake
an openi ng statenent on those issues?

MR. BEDNAR  No, Your Honor.

JUDGE PRIDA N: Hearing nothing, okay.

| believe then, M. Cooper, or whoever is
going to give the opening, you may proceed when you're
ready, sir.

MR. COOPER: Thank you, Your Honor.

As -- as you're well aware, the issue 3Ais the issue
that we're tal king about here in regard to affiliate

transactions. And that identifies two questions for

t he Comm ssi on deci si on.

The first, should the -- should
M ssouri-Anmeri can Water Conpany be required to file a
Cost Allocation Manual with the Conm ssion? And two,
shoul d t he Conm ssion open a new rul emaki ng docket in
order to draft Affiliate Transaction Rules for water
and sewer conpani es?

As to the Cost Allocation Manual, we do

not believe there's a need for additional requirenents
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associated with the CAM for the conpany. As part of

the Stipulation and Agreenent in Case Nunber

WR- 2003- 0500, the Conpany agreed to provi de and has
provided a CAMto Staff and OPC by March 16th of each
year.

That CAM contains a set of criteria,
gui del i nes and procedures for the service conpany,
cost allocations to M ssouri-Anmerican Water Conpany
and its affiliates. The cost of support services,

I ncl udi ng wages, enployee benefits, professional
servi ces and ot her expenses, are based on or are an
al l ocation of actual costs incurred.

If there is sone significance to the
filing of the CAM as opposed to just nerely providing
it to OPC and -- and Staff, M ssouri-Anerican can
certainly file its CAM each year in EFIS in this rate
case docket until such time as M ssouri-American's
next general rate case is conpleted.

However, | think that -- that any idea
t hat such CAM shoul d be approved by the Comm ssion
by -- by conparison to rules that have been
pronul gated for other industries is not likely to |ead
to any beneficial outcone.

As to the request for a new rul emaking

docket, M ssouri-Anerican affiliate transactions to
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the -- to include those with Aneri can Water Service

Conpany and Anerican Water Capital Corp. are
scrutinized in all of Mssouri-Anerican's rate cases,
to include this one.

In fact, you may renenber that as part of
its direct, and its rebuttal testinony for that
matter, M ssouri-Anerican provided testinony rel ated
to the necessity and reasonabl eness of the cost of
servi ces provided by the service conpany and whet her
M ssouri - Anmeri can was charged the | ower of cost or --
or market value. Qher parties were able to chall enge
this testinony during the course of this hearing.
Agai n, M ssouri-Anerican does not believe that there's
a reason for an Affiliate Transaction Rule as to water
and sewer corporations at this tine.

Now, having said this, should the
Comm ssion decide to further consider an Affiliate
Transactions Rule for water and sewer, there is a
pending case related to Affiliate Transaction Rul es,
Fil e Nunber AW 2018-0394, which we believe is the nost
appropri ate venue to resolve any issue of
applicability of the rules to water and sewer
utilities. Mssouri-Arerican wll -- wll plan to
address these matters further in its briefs on the

| ssue.
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That's all | have at this tine, Your

Honor .

JUDGE PRIDA N. Ckay. M. Cooper, thank
you.

Do we have any Bench questions for
M ssouri - Aneri can?

COW SSI ONER HOLSMAN:  No questi ons,

JUDGE PRIDA N: Thank you, Comm ssioner.

CHAI RVAN RUPP:  Hey, Judge, this is
Commi ssi oner Rupp.

JUDGE PRIDA N:. M. Chairman, when you're
ready, sir.

CHAl RMAN RUPP: Yeah. Thank you. So can
you just briefly explain why Staff -- you know,
Staff's proposal if we did an Affiliate Transaction
Rul e of -- of opening, you know, the docket, versus
OPC s what they have put forth, why you believe that
one is better than the other?

MR. COOPER. Better -- Chairman, to --
better to continue the existing case as opposed to
opening a new case? | do think that --

CHAl RVAN RUPP:  Yes.

MR. COOPER | do think that the existing
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case, there have been several docunents filed in thz:?g%3
case. Mssouri-Anerican had filed a docunent in that
case outlining sone of its positions on the issues.
And so | think there is some -- sone work that's been
done there that would not have to be repeated if -- if
we continued in that docket.
CHAIRVMAN RUPP: So it's nore of a
duplicative process than it is a policy decision?
MR COOPER | -- | would say that's
right, yes, Chairnman.
CHAI RMAN RUPP: Great. Thank you.
JUDGE PRIDA N:  Any ot her Comm ssi oner
guestions?
M. Cooper, | think I have a quick
question. |Is there anything uni que about
M ssouri-Anmeri can conpared to other |arge gas or
electric utilities that would make it unnecessary for
it not to be subject to affiliate transaction cases?
MR. FISCHER: Well, and -- and we can go
into sone nore detail when -- when we brief this, but
| think the history of the -- you know, the Natural
Gas and the Electric Affiliate Transactions Rul es had
alot to do wth -- at least at that tinme, sort of a
breakdown of what had previously been vertically
I ntegrated i ndustries.
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You know, on the electric side you were

starting to have sone -- sone different generation
options, transm ssion options, which of course, has
continued in both instances in the electric industry.
Nat ural gas, the way that gas is traded and -- and
sonme of the other aspects of that industry had turned
in a way that there were nore business affiliations
that were -- were developing and -- and nore -- nore
conpetition.

| don't think you have that in the water
and the sewer -- and the sewer industry. It continues
to be, such as it is, vertically integrated in terns
of where the water supply cones from howit gets to
the custoners. |It's generally the sanme conpany
that's -- that's doing that and there's not a | ot of
third-party conpetition for those functions.

JUDGE PRIDA N: Al right, M. Cooper.
Thank you.

Any further Bench questions for
M ssouri - Aneri can?

Al right. M. Cooper, thank you.

MR. COOPER One nore thing before | step
down - -

JUDGE PRIDA N Yes.

MR. COOPER: -- Your Honor. W had
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tal ked about -- at least in the issues list, the
parties, anongst thenselves, had -- had waived cross
on the witnesses. And -- and given that and not

know ng how this is going to play out from here, |
woul d like to at | east go ahead and offer

M. LaGand's direct, rebuttal and surrebuttal

testi nony, which has been marked as Exhibits 13, 14
and 15 for identification.

JUDGE PRIDAN:. Al right. M. Cooper,
thank you. Exhibits 13, 14 and 15 have been offered.
Any obj ections?

Heari ng no objections, Exhibits 13, 14
and 15 are admtted into evidence.

(Conpany Exhibits 13, 14 and 15 were
recei ved into evidence.)

MR. COOPER.  Thank you, Your Honor.

JUDGE PRIDA N:. M. Cooper, thank you.

Openi ng statenent on behalf of Staff.
Ms. Bretz, when you're ready.

M5. BRETZ: Good norning. My it please
the Comm ssion. M nane is Karen Bretz and |'m here
for Comm ssion Staff. M ssouri-Anerican filed a
general rate case on July 1st, 2022 requesting
addi ti onal water and sewer revenues.

The parties filed a Non-Unani nous
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Stipulation last Friday, March 3rd, which shoul d

resolve all issues except affiliate transactions,
class cost of service and rate design. 1'll deal wth
affiliate transactions now and | will provide brief
openi ng statenents for the class cost of service and
rate design portions of the hearing.

The parties listed in their list of
| ssues two subparts to the affiliate transactions
i ssue. The first is whether M ssouri-Anerican shoul d
be required to file a Cost Allocation Manual, or CAM
wi th the Comm ssion; and second, should the Conm ssion
open a new rul emaki ng docket in order to draft
Affiliate Transactions Rules for water and sewer.

For background, there are Conm ssion
rules that apply to electric and gas utilities. The
electric utility rules are located at 20 CSR
4240- 20. 015 and the gas rules are |ocated at 20 CSR
4240- 40. 015. There are none for water and sewer.

Dr. Marke, OPC s econom st, explains in his direct
testinony historically why this is the case.

Il wll briefly touch on what an affiliate
transaction is. |It's defined in the rules, but in a
nutshell, it's a transaction for the purchase of goods
or services between a regulated utility and anot her

entity; in other words, an affiliate, both of which
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are under comron control .

Qur rules for electricity and gas do not
say that affiliate transactions are, per se, bad, but
in order to protect utility ratepayers, the
unregul ated utility must not receive preferenti al
treatment at the regulated utility's expense.

The concern is that the unregul ated
affiliate may try to pass costs onto the regul ated
utility, which are ultinmately borne by the -- borne by
t he ratepayers.

Qur rules require electric and gas
utilities to annually file a CAMwith the Conm ssion
whi ch descri bes how costs are all ocated between the
regul ated utility and the unregul ated affiliate.

The Affiliate Transactions Rules require
electric and gas utilities to file an -- an Affiliate
Transactions Report -- this is separate fromthe
CAM -- by every March 15th. This report nust |i st
affiliate -- affiliated entity's goods and services
the utility provided and received fromthe affiliated
entity, anounts of the transactions, et cetera.

These are two different docunents. Most
utilities file both docunents in EFIS as a
Noncase- Rel at ed Query under the Resources tab.

Al t hough Comm ssion rules do not require
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M ssouri-Anmerican to file a CAM annually, as -- as

M ssouri - Ameri can counsel just stated,
M ssouri-Anmerican is required to file one by every
March 16th pursuant to a Comm ssi on-approved
Stipulation and Agreenent in M ssouri-Anmerican's 2003
rate case.

These CAMs contain an Affiliate
Transactions Report. M ssouri-Anerican files these
cases -- or files these docunents in EFIS.

The M ssouri - Aneri can CAM cont ai ns
gui del i nes and procedures for how the Anmerican Water
Wor ks Service Conpany all ocates costs to
M ssouri-Anmerican and its other affiliates. It
descri bes how the costs and support services, such as
wages, enployee benefits, professional services and
ot her expenses are allocated to other Anmerican Water
subsi di ari es.

Therefore, in response to the first
guestion, whether Anerican -- M ssouri-Anerican shoul d
be required to file a CAMw th the Comm ssion, Staff
says no. Mssouri-Anerican is already required to
annually file a claim-- file a CAM according to the
2003 stipulation, and it's doing that. No party has
I ndi cated that what M ssouri-Anmerican is filing is

I nsufficient. There is no reason to inpose this
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duplicative requirenent.

The second question is should the
Comm ssi on open a new rul emaki ng docket in order to
draft Water and Sewer Affiliate Transactions Rul es.
Staff's position is that the Conmm ssion should
continue to work fromthe existing file, AW2018-0394,
to draft new Affiliate Transactions Rul es.

For background, Staff noved to open
AW 2018-0394 in June of 2018 as a working case to
review and consider re-witing Affiliate Transactions
Rules. Also in June 2018, Staff noved to open a
rel ated working case, AW 2018-0393, to draft new rul es
regardi ng the treatnent of custoner information.

There are currently rules regarding the
treatnment of electric and gas utilities' custoner
I nformation, but there are none for water and sewer.

Staff agrees that new Affiliate
Transactions Rules are needed and that they nust
i ncl ude water and sewer utilities. It is |likely that
not only will M ssouri-Anmerican be required to foll ow
these rules, but also Liberty and Confl uence Rivers.

The status of these dockets is that Staff
has an internal draft of new Affiliate Transactions
Rules. Staff needs to finish the fornms required by

the Secretary of State, finalize the draft rules in
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t he docket regarding the use of custoner information,

and then nove forward wth a formal rul emaking.

Starting this process all over again, as
OPC requests, will put the brakes on the current work
and delay new rules even nore. In its Position
Statenent, OPC states that Water and Sewer Affiliate
Transactions Rules can be created by switching out the
word "water" for "electricity and gas."

Staff's position is that a nore holistic
approach is necessary. The current electric and gas
rules are confusing in sone places. So while Staff is
working to add Water and Sewer Affiliate Transactions
Rules, it is also a clarifying and streaniining
existing Affiliate Transacti ons Rul es.

For exanple, there is confusion regarding
the CAM versus the Affiliate Transactions Report,
which | nmentioned earlier. The draft affiliate rules
attenpt to clarify the difference. Further, the
current rules do not specify when the Conmm ssi on nust
approve the CAM they sinply refer to a
Comm ssi on-approved CAM The draft rul es describe how
t he Comm ssi on approves CAM when a utility nmust cone
back for approval.

There's al so been confusion regardi ng how

utilities docunent cost for affiliate transacti ons.

888-893-3767 Lexitas operates in all 50 states and is licensed where required Nevada Registration #116F. LEXITAS
www.lexitaslegal.com




© 00 N O 0o A~ W N P

N N N DN NN P PP,
aa A~ W N P O © 00 N oo o~ w N+, O

Transcript of Proceedings

And Staff is working to address that too in the draf?ﬁ6l
rul es.

All inall, sinply substituting the words
"water and sewer" into existing rules will perpetuate,
I f not anmplify, current confusion. It will also not
acconplish the additional clarifications and
corrections proposed in the drafts in AW 2018-0394.

The parties have agreed to waive
cross-examnation, if this is satisfactory to the
Commi ssion. KimBolin, who is director of the Staff's
Fi nanci al and Busi ness Anal ysis Section, submtted
testinony on this issue and is avail able to answer her
guesti ons.

At this tinme | would ask for her test- --
her rebuttal testinony to be entered, which is marked
as Staff's Exhibit 115.

JUDGE PRIDA N:  Exhibit 115 has been
offered. Any objections?

Heari ng none, Exhibit 115 is admtted
I nt o evi dence.

(Staff Exhibit 115 was received into
evi dence.)

M5. BRETZ: Thank you.

JUDGE PRIDA N:. Ms. Bretz, thank you.

Does the Bench have any questions for
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Ms. Bretz?

COW SSI ONER HOLSMAN: | just have one
qui ck questi on.

JUDGE PRIDA N: Comm ssioner, when you're
ready, sir.

COW SSI ONER HOLSMAN:  Just curious, how
granul ar does the affiliate transactions get? Are we
tal ki ng about, you know, this -- this list is going to
have office supplies that you bought from you know,
Ofice Max? O are we tal king about just services
that affect the service -- water service?

M5. BRETZ: |'mnot sure about that
exactly entirely how -- howit's working in -- in this
case. But that is -- that is an issue, of course.
KimBolin is avail able to answer questions on that
if --

COW SSI ONER HOLSMAN:  |'mjust -- just
curious.

M5. BRETZ: | nean, | can't inmgine, as a
practical matter, that we're going to get down to if
you go to Ofice Max to buy an ink cartridge, that
you're going to have to get different -- you know,
different bids and --

COW SSI ONER HOLSMAN:  Are these -- are

these affiliate transactions conpani es that have had
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to register or becone -- you know, through a process

that, you know, they can be included in that?
M5. BRETZ: | amnot sure if that's
included in the -- the current rule.
COWM SSI ONER HOLSMAN: Ckay.
M5. BRETZ: |If there's --
COWMM SSI ONER HOLSMAN:  Just curi ous.
M5. BRETZ: Yeah, |'mnot sure. | can
address that on briefing.
COW SSI ONER HOLSMAN:  Thank you so nuch.
M5. BRETZ: Thank you.
COW SSI ONER HOLSMAN:  Thank you, Judge.
JUDGE PRIDA N. Comm ssi oner, thank you.
Any further Bench questions for
Ms. Bretz?
Heari ng none, Ms. Bretz, thank you.
M5. BRETZ: Thank you.
JUDGE PRIDA N. (Opening statenent from
Public Counsel. Ms. VanGerpen, when you're ready.
M5. VANGERPEN: Your Honor, |'mjust
wai ting on ny PowerPoint. GCkay. | think it's ready.
Good norning and may it pl ease the
Comm ssion. M nane is Lindsay VanCGerpen and |
represent the Ofice of the Public Counsel.

I'"d like to start this norning by | ooking
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at howlong it took to create sone of the nobst iconic

works of art in the world. So first, I1'd like to
start wth Mount Rushnore. Built into the Black Hlls
of South Dakota, involving the efforts of over

400 peopl e who renoved over 800 million pounds of rock
usi ng dynamte, jack hammers, and |ater chisels and
nails -- or hamers and chisels, took about 14 years.

Next, the Col osseum Believed to have
been built as a gift to the Roman people, it once
st ood about four stories high and could hold nore than
50, 000 people for its gladiator ganes. Experts think
it took about ten years.

Next, the ceiling of the Sistine Chapel.
A breathtaking collection of nore than 30 thirty
frescoes, painstakingly planned and pai nted by
M chel angel o. Took about four years.

But Affiliate Transaction Rules
applicable to large water utilities in Mssouri, at
| east 19 years and counti ng.

And all the Comm ssion has to do is use
its existing Affiliate Transaction Rul es and change
the words "electric, gas or steam heating”" to "water."
Now, that's a bit of a nmouthful for what is a
relatively sinple process so I'll call that Just Add

VWAt er .
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This is not newterritory for the

Comm ssion. This is the sanme process that the
Comm ssion used in drafting the Gas Affiliate
Transaction Rules. Those rules becane effective in
t he year 2000, 23 years ago.

So nowl'd like to briefly wal k through
the tineline that led us to where we are today. This
story begins in at |east Cctober 2003. Then,

Ms. Kinberly Bolin, an enpl oyee of the OPC at the
time, submtted testinony that raised concerns with

M ssouri-Anmerican's affiliate transactions in its 2003
general rate case.

In the Stipulation and Agreenent that
ended that case, Staff, OPC and M ssouri-Anerican
agreed to use their best efforts to see that a rule
regarding affiliate transactions is pronul gated by the
Comm ssion no later than April 16th, 2005. Utimately
that effort ended when the parties could not reach an
agr eenent .

Inits filed nenorandum Staff described
the parties' disagreenent and recommended that the
Commi ssion proceed with promul gation of an Affiliate
Transaction Rule for water utilities.

Now, let's flash forward. The case that

brings us here today is nowthe third
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M ssouri-American case in which Dr. Geoff Mrke has

filed testinony requesting that the Conm ssion
pronul gate Affiliate Transaction Rules applicable to
certain water utilities.

Between the first tine that Dr. Marke
submtted testinony on this issue and the second, the
OPC has twice initiated rul emaki ng dockets asking the
Comm ssion to pronul gate Affiliate Transaction Rul es
applicable to water.

I n both cases, the OPC proposed rul es
that sinply changed "electric, gas or steam heating"
to "water." One of those petitions was w t hdrawn out
of respect for Staff's working group docket, and the
ot her was denied after Staff suggested that it could
quickly file draft rules in that working group docket.

Since that -- since the tine that Staff,
M ssouri-Anmerican and OPC agreed to pronul gate
Affiliate Transaction Rules, the Comm ssion has al so
opened two -- which should really be three -- working
group cases related to affiliate transactions. One of
t hose cases, the case related to Affiliate Transaction
Rul es applicable to smaller water utilities, is now
cl osed.

The ot her, which both counsel for

M ssouri - Aneri can and counsel for Staff have

888-893-3767 Lexitas operates in all 50 states and is licensed where required Nevada Registration #116F. LEXITAS
www.lexitaslegal.com




© 00 N O 0o A~ W N P

N N N DN NN P PP,
aa A~ W N P O © 00 N oo o~ w N+, O

Transcript of Proceedings

) ) ) Page 67
referenced, considers inportant and, in sone cases,

controversial changes to the existing Affiliate
Transaction Rules. That case has been sitting idle,
Wi t hout any substantive action for nearly three years.

The third, which is not pictured on this
slide, but was nentioned by counsel for Staff, is the
wor ki ng group docket considering a role related to
custoner information, the privacy of custoner
I nformati on.

Now, here we are nearly 18 years past the
deadline agreed to by Staff, M ssouri-Anerican and OPC
for promulgation of Affiliate Transaction Rul es
applicable to water. And the Conm ssion still has not
pronmul gated Affiliate Transaction Rules for Mssouri's
| arge water utilities.

Even if Staff were to file revised draft
rules in the working docket, which it sounds |ike they
may do soon, based on prior action in that case, it is
likely that it would be at | east several nonths before
t he Comm ssion would consider the draft rule in a
rul emaki ng docket.

This is longer than it took to build
Mount Rushnore or the Col osseumor for M chelangelo to
paint the ceiling of the Sistine Chapel. And all the

Comm ssion has to do is just add water. The draft
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rules acconplishing this task have tw ce been fil ed

before the Comm ssion in rul emaki ng dockets.

Now, you mi ght be wondering why is this
I mportant? Wiy is the OPC bringing this up again in
this general rate case? The answer: Unregul ated
affiliate transactions can be detrinental for
r at epayers.

The M ssouri Suprene Court recognized
this in upholding the Comm ssion's enactnent of the
Electric, Gas and Steam Heating Affiliate Transaction
Rules in the Atnbs case that sat in on this slide.
Those rules are the sane ones that the OPC asked the
Commi ssion to consider applying to water.

Further, dating back at |east 19 years to
Ms. Bolin's testinony in 2003, there have been
concerns with Mssouri-Anerican's affiliate
transactions. As shown in Ms. Schaben and Dr. Marke's
testinony in this case over 19 years later, those
concerns still exist.

Finally, even in this case, Staff has
said that it agrees that water or sewer utilities wth
over 8,000 custoners should have Affiliate Transaction
Rul es.

| would |ike to conclude this norning by

| ooki ng at exactly what the OPC is asking for here.
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The OPC is ask -- sinply asking the Conm ssion to open

a rul emaki ng docket to consider doing what it has done
before. The OPC is asking the Comm ssion in that
docket to just add water to the Conm ssion's current
Affiliate Transaction Rules. The OPC has al ready
prepared those draft rules and twice filed them before
t he Comm ssion in rul emaki ng dockets.

Now, it is equally inportant to consider
what the OPC is not asking the Comm ssion to do. W
are not asking the Comm ssion to nake an either/or
decision here. The -- this is not a question of
whet her the Conm ssion should either open a rul emaking
docket to just add water or continue the working group
dockets.

No, we are asking the Comm ssion to do
both. The Comm ssion can consider -- continue the
wor ki ng group dockets and consider the inportant and
substantive changes to the Affiliate Transacti on Rul es
that -- that counsel for Staff nentioned. And if
Staff files those revised rules, the OPC will review
themand file its comments accordingly. W renain
commtted to working in those working group dockets.

However, at the sane tine, the Conmmi ssion
can open a new -- new rul emaki ng docket to consider

Affiliate Transaction Rules that sinply repl ace
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"electric, gas or steam heating” with "water."

Because that docket shoul d proceed expeditiously --
again, it's the sane thing the Conm ssion did 23 years
ago for gas utilities -- this would ensure that |arge
wat er conpani es, including Mssouri-Anmerican, are
subject to Affiliate Transaction Rules while the

Comm ssi on consi ders broader changes to those rules
overal | .

What the OPC s asking for is sinple;
unl i ke scul pting Mount Rushnore or building the
Col osseum or painting the ceiling of the Sistine
Chapel. Twenty-three years ago the Comm ssion did the
sanme thing that the OPCis asking it to do here when
It enacted the Gas Affiliate Transaction Rul es.

The Comm ssi on shoul d open a rul emaki ng
docket and expeditiously consider draft rules that
just add water. And | would be happy to answer any
guesti ons.

JUDGE PRIDA N. Ms. VanGerpen, thank you.

Do we have any Bench questions for Public
Counsel ?

CHAl RMAN RUPP: Hey, Judge, this is
Comm ssi oner Rupp.

JUDGE PRIDA N. Wen you're ready,

M. Chai r man.
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CHAl RMAN RUPP: So very good

presentation. Wuld you say this is |like the epitone
of the Conmm ssion kicking the can down the road?

M5. VANGERPEN: Good norning, Chairnman.
To be blunt, yes, it is.

CHAI RMAN RUPP: | would tend to agree
with that. Thank you.

JUDGE PRIDA N:. M. Chairman, thank you.

Any further Bench questions for
Ms. VanGer pen?

MR. HOLSMAN. Good j ob.

JUDGE PRRDAN. Al right.

Ms. VanCer pen, thank you.

Does any ot her counsel wi sh to nmake an
openi ng statenment on this issue?

M5. VANGERPEN. And Your Honor --

JUDGE PRIDA N: M. VanCer pen?

M5. VANGERPEN: | -- | apol ogize to
I nterrupt.

JUDGE PRRDA N:  That's all right.

M5. VANGERPEN. | -- | would Iike -- as
it's been nentioned, the parties have agreed to waive
cross on this issue. And so | would like to enter
into evidence Dr. Geoff Marke's direct and surrebuttal

testi noni es, which have been narked as OPC Exhi bits
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200 and 201.

JUDGE PRIDA N: Exhibits 200 and 201 have
been offered. Any objections?

Heari ng none, Exhibits 200 and 201 are
admtted into evidence.

(OPC Exhibits 200 and 201 were received
I nto evidence.)

M5. VANGERPEN: Thank you.

JUDGE PRIDAN:. Al right. Thank you.

And | don't believe any other parties
have an opening statenent on this issue; is that
correct? Al right. And | understand parties have
wai ved cross-exam nation of these witnesses. | wll
have a few questions for Ms. Bolin, but let ne give
t he Bench an opportunity if they have any ot her
questions for any other wtnesses on this issue.

Al right. Hearing nothing, Ms. Bolin,
if I could trouble you to take the stand. And then
after 1'mdone with questioning, | will give the
opportunity to other counsel to ask questions.

If you could raise your right hand to be
sworn, please.

(Wtness sworn.)

KI MBERLY BCLIN, being first duly sworn, testified as

foll ows:
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QUESTI ONS BY JUDGE PRI DA N:

Q Thank you. You nmay have a seat. Could I
get you to -- I'msorry. Do you have your pre-filed
testinony with you?

A Yes, | do.

Q Could you turn to page 24 of your
rebuttal, please? And let ne know when you're there.

A | amthere.

Q Coul d you confirmon that page that you
I ndicate that Staff is commtted to proposi ng new
rules for reviewin AW2018-0394 in the near future?

A Yes.

Q Can you tell nme how long Staff needs to
finish its workshop process and file Revised Draft
Affiliate Transaction Rules, including a rule for
wat er and sewer utilities with over 8,000 custoners?

A | can't give you an exact date, but we do
have a draft ready of our changes to the rules. W're
in the process of filling out the forns required by
the Secretary of State and then we will submt it to
t he Governor.

Q So -- and it's okay if you don't know the
answer. So are you thinking this is going to take
| onger than six nonths?

A No.
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Q Ckay. \What objection, if any, does Staff

have with the nost recent versions of the draft rules

filed in AW 2018- 03947

A Coul d you repeat the question?
Q Sure. \Wat objection or what problens,
I f any, does Staff have with the -- the current draft

rules filed in AW 2018-0394?

A Ch, we have taken the other parties'
comments and we are trying to incorporate what --
their comments into the rules. W -- we are | ooking
at different -- we did take their coments into
consideration and that's what we're cl eani ng up.

Q Al right. M. Bolin, thank you.

JUDGE PRIDAN:. First, let ne see if we
have any further Bench questions for Ms. Bolin?
Heari ng none, does any counsel wish to cross Ms. Bolin
on -- on the questions | asked?

MS. VANGERPEN:  Yes, Your Honor. But
could we have just a nonent, please?

JUDGE PRIDA@ N:  Certainly.

M5. VANGERPEN: Thank you.
CRCOSS- EXAM NATI ON BY Ms. VANGERPEN:

Q Good norning, Ms. Bolin.

A Good nor ni ng.

Q You woul d agree with ne that the Draft
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Affiliate Transaction Rules that are currently pending

I n the workshop docket do not include a Custoner
Privacy Protection section; is that correct?

A | believe that's in the other docket.

Q So that is a separate docket?

A Yes.

Q And you would agree with -- to clarify,
Is Staff's upcom ng proposal, will that include the
Custoner Privacy Protection?

A | do not believe it does.

Q Does Staff believe having Affiliate
Transaction Rules without a custonmer privacy rule is
probl emati c?

A | don't know that we do at this point.

Q So custoners woul d have no privacy rule
in place at all?

A W would like to have a privacy rule also
wor ked on, but right now our main concern is the
Affiliate Transaction Rul es.

Q But woul dn't replacing the currently
applica- -- let ne rephrase that.

You woul d agree with nme that the current
Affiliate Transaction Rul es include sone protections
for custoners privacy?

A It my. | -- 1'"ll have to go back and

888-893-3767 Lexitas operates in all 50 states and is licensed where required Nevada Registration #116F. LEXITAS
www.lexitaslegal.com




© 00 N O 0o A~ W N P

N N N DN NN P PP,
aa A~ W N P O © 00 N oo o~ w N+, O

Transcript of Proceedings

. . . Page 76
review those in detail.

Q And in -- if -- iIf the Comm ssion were to
pronul gate the -- the Affiliate Transaction Rule
currently pending, it would elimnate even the
Custonmer Privacy Protection that's currently included?

A Coul d you quote ne to the spot in the
current Affiliate Transaction Rules that has the
custoner privacy data?

Q If you give ne just one nonent, | can get
that for you. | apologize for the delay there,

Ms. Bolin.

Using the Electric Affiliate Transaction
Rul e as an exanple, which is |ocated at 20 CSR
4240-20.015, it is under subsection two, which is
entitled Standards, which -- and then subsection Cit
begi ns specific custoner information.

A |'ve seen it.

Q And so you would agree with ne that if
the Draft Affiliate Transaction Rule that is currently
pending in the working group docket that does not
I ncl ude a Custoner Privacy Protection standard is
enacted in place of this rule, custoners would have no
protection for their -- for their custoner
I nformati on?

A | believe we have a section that
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addresses custoner information.

Q And to clarify, you nean in the draft --

A Yes.

Q -- rul es?

A In the draft rule.

Q And then could you explain what then the
role of the other working group docket is which
considers the Custoner Information Privacy Rule?

A | would have to get into nore details in
t hat docket and I've not reviewed it recently.

Q So Ms. Bolin, |I just -- | want to be
clear. Is -- is there a custoner privacy section
included in the draft rule?

A There is a rul e about custoner
information in the draft rule. There is a section on
t hat .

Q In the new draft rule?

A Yes, there is. Under --

Q And has -- has that been filed with the
Comm ssi on?

A The version that was filed on
Septenber 16th, 2019 has a section about if a custoner
requests information fromthe covered utility about
goods and services, the covered utility may provide
I nformati on about the affiliate, but nust informthe
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custoner that requl ated services are not tied to the

use of an affiliate provider, and the other service
provi ders nmay be available. The covered utility may
provide reference to service providers or commerci al
|l istings, but not required to do so.
That is the section we have in there.

Q Thank you, Ms. Bolin. And | believe that
com -- or that mrrors what is currently sub E of 2
in the --

A Yes.

Q. -- electric --

A Yes, it does.

Q -- rule?

So you woul d agree with ne that there is

nothing that mrrors sub C?

A There is not right nowin the one that
was filed on Septenber 16t h.

Q And is that what is currently being
considered in the other working group docket?

A |"massumng it is. | have not exam ned
t hat wor ki ng docket in a while.

Q And to clarify, Staff -- is Staff
planning to file draft rules in that working group
docket sinultaneously with the draft rule?

A Not sinultaneously with this draft rule,
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subject to statutory tinelines?
A | am not aware of that.
M5. VANGERPEN: No further questions,

Your Honor.

Any further cross for Ms. Bolin? Any
redirect?

M5. BRETZ: Just briefly.
REDI RECT EXAM NATI ON BY Ms. BRETZ:

that Staff is working on draft rules in -- for
consumer protection --

JUDGE PRIDA N: Use your mcrophone.

Page 79
but we will be filing them soon.

Q And do you have a tineline on that?

A No, | do not.

Q And Ms. Bolin, you would agree with ne
that there is a difference between a working group
docket and a rul emaki ng docket, correct?

A I"'mnot quite sure on the difference
bet ween t he two.

Q Are you aware that rul emaki ng dockets are

JUDGE PRIDA N:  Ms. VanCerpen, thank you.

Q s Staff -- just to clarify, you're aware

M5. BRETZ: 1'll start over. Thank you.
BY MS. BRETZ:
Q You're aware that Staff is working on
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draft -- on pronulgating draft rules in a working
docket having to do with consuner protections and
that's Docket AW 2018-0393?
A ' maware that we have been working on
it.
Q If you had sone tine to other staff -- to

talk with other Staff nenbers, would that help you
remenber that we should nove forward with both dockets
at the sane tinme?

A |"mnot sure on that. [|'mnot as
famliar with that docket as this docket.

Q So you don't have an opi ni on whet her both
dockets should nove forward --

A No.

Q -- at the sane tine?

M5. BRETZ: Ckay. Nothing else.

JUDGE PRIDA@ N:. M. Bretz, thank you.

If there are no further questions? Al
right. M. Bolin, thank you very nuch. You may be
excused.

What | understand the parties would |ike
to dois -- is they would |like to break and di scuss
rate design and class cost of service. And | believe
M. Cooper nentioned |ike roughly an hour, hour and a

half. Wuld a recess until roughly 11:15 this norning
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suffice for the parties?
MR. COOPER | believe so, Your Honor.
JUDGE PRIDA N All right. 1Is there
anything further fromcounsel or fromthe Bench before
we stand in recess until 11:157
Al right. Hearing nothing, we wl|
stand in recess until 11:15 this norning. Thank you
very much. W are off the record.
(A recess was taken.)
JUDGE PRIDA N:. Al right. Good norning.
We are back on the record. Counsel requested a recess
until 11:15 to discuss sone matters and |'m show ng
the tine is now 11: 16.
Does counsel have an announcenent for ne?
MR. COOPER. W do, Judge. W believe
that we have reached an agreenent in principle as to
the class cost of service and rate design issues that
woul d have been otherw se tried today, and woul d ask
that you further suspend the hearing to allow us to
pul | that Stipulation Agreenent together to be fil ed.
JUDGE PRIDA N: Thank you, M. Cooper.
Does -- does anyone either have any
objection or further coment on M. Cooper's
announcenent ?
Al right. Hearing none, before |
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suspend the schedule, let ne see -- if there are any

Commi ssioners listening in, if they have any -- any
questions or comments before we adjourn today's
heari ng?

CHAl RMAN RUPP:  Hey, Judge, this is
Comm ssi oner Rupp.

JUDGE PRIRDA@ N. M. Chairnman, when you're
ready, sir.

CHAl RMVAN RUPP:  Thank you. Thank you.

So the potential stipulation would resolve all of the
rest of the issues for the case?

MR COOPER It -- it would not resolve
that affiliate transaction issue that we had opening
statenments on this norning.

CHAI RMAN RUPP:  So -- but it would -- it
woul d take everything besides what we discussed this
nor ni ng?

MR. COOPER  Correct. Yes, Your Honor.

CHAI RMAN RUPP: The generalized agreenent
t hat you guys have tentatively put together, where
does -- where does that agreenent cone down to on
statew de rate?

MR. COOPER Well, I'"mhesitating because
it'"s not inwiting yet. There -- | -- it wll --

well, let nme stop just for a second. Does any party
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object to ne saying where it's going to land? | don't

think they will.

It -- it wll not result in a full single
tariff pricing rate across the state, Chairman. It
will -- it will maintain, to some extent, the
St. Louis County district and the other-than-St. Louis
County district. Although I will say there will be
sone elenents within there where rates will be the
sanme between those two districts.

CHAl RMAN RUPP:  Judge, can you just give
me a nonent just to think for a second?

JUDGE PRI DA N:. Absol utely.

MR FISCHER. M. Chairman, this is Jim
Fischer. | represent the sales for resale and | woul d
say their rate Bis a single tariff.

CHAI RMAN RUPP:  All right, Judge. Yeah.
| don't have any objections obviously to nucking up
the -- the progress that all the parties had made. |
just had -- | just had a |lot of questions on certain
things that I woul d have enjoyed having a chance to
talk to the various different wtnesses that were
her e.

But | have a feeling that nmy line of
guestioning would -- would possibly throw wenches

into a lot of hard work that's -- that's been done.
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So out of an abundance of caution, | will just thank
everybody for their hard work working together.
And -- and if they're able to cone to a

stipulation that the parties can agree to, they
typically are usually in the best interest of
ratepayers so I'mnot going to ask any further
guestions at this tine, Judge.

JUDGE PRIDA N:. M. Chairman, thank you.
Are there any further questions or remarks fromthe
Bench?

COW SSI ONER HOLSMAN:  No, thank you,

Judge. Just wanted to say thank you for all the hard

wor K.

JUDGE PRIDA N:.  Comm ssi oner Hol sman,
t hank you.

COW SSI ONER KOLKMEYER:  This is
Comm ssi oner Kol kneyer. | have no questions. Thank
you, Judge.

JUDGE PRIDA N.  Comm ssi oner Kol kneyer,
t hank you.

Il -- 1 wll certainly suspend the
remai nder of the hearing schedule and | ook forward to
a stipulation on class cost of service and rate
desi gn.

| would alert the parties -- and |'m sure
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this is no surprise to you -- the Conmm ssion may want
to schedule an On-the-Record Presentation to question
the parties on the revenue requirenent stipulation and
on the rate design, class cost of service stipulation.
So keep an eye out for that in the future.
So that woul d appear to concl ude today's
busi ness unl ess there's sonething further from counsel
or fromthe Bench?
Al right. Hearing nothing, that
concl udes today's hearing. Thank you very much. W
are off the record.
(WHEREUPON, the proceedi ngs were
concluded at 11:23 a.m)
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CERTI FI CATE OF REPORTER
I, Tracy Thorpe Taylor, CCR No. 939, within the
State of M ssouri, do hereby certify that the
testinony appearing in the foregoing matter was duly
sworn by ne; that the testinony of said wtnesses was
taken by me to the best of ny ability and thereafter
reduced to typewiting under ny direction; that I am
nei ther counsel for, related to, nor enployed by any
of the parties to the action in which this matter was
taken, and further, that I amnot a relative or
enpl oyee of any attorney or counsel enployed by the
parties thereto, nor financially or otherw se
i nterested in the outcone of the action.
st Jadn
Tracy f:c?; Tayl or, CCR
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